METSWEDING DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 2009/10 


I NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 

10 FINANCE INCOME 

Cash and cash equivalent 
Total interest 


1 106 338 2 927 993 

1 106 338 2 927 993 


GOVERNMENT GRANTS AND SUBSIDIES 


11 Capital Grants 

WSP - Water & Sanitation Master Plan Capacity Building Grant 
Donation of land; Ptns 63,68 & 70 Leeuwfontein 487 JR 
Total Government Grant and Subsidies 


Operating Grants 
Equitable share 
LG SETA 
HIV & AIDS Grant 

LED - Local Economic Development Capacity Building Grant 

LED - Entrepreneurial Development Centre Grant 

MSP - Municipal Support Programme Grant 

LED - Local Economic Development Thuthuka Poultry Grant 

BSRP - Building for Sports & Recreation Programme Grant 

MSIG - Municipal Systems Improvement Grant 

WSP - Water & Sanitation Master Plan Capacity Building Grant 

FMG - Financial Management Grant 

LGTF - Local Government Transition Fund Grant 

GT - Finance Intern Support Grant 

SACK - Confederations Cup and Afcon Cup Viewing Grant 

IDP NSDP - National Spatial Development Perspective Grant 

S249 - Construction of Road S249 Grant 

Total Government Grant and Subsidies 



25 


703 490 
880 000 
1 583 490 


23 616 999 
83 084 
1 975 096 


264 696 
14 

73 393 
1 500 483 
135 709 
1 273 309 

53 135 
749 924 
13 223 
1 985 
29 741 050 


21 172 723 
72 465 
3 171 383 
1 043 502 
1 442 477 
1 850 190 
22 415 
9 042 
1 809 430 
147 000 
533 119 
14 982 
87 865 
580 000 
543 780 

32 500 373 
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I NDIES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 


11.1 Equitable Share 

This unconditional grant is used as general revenue 


11.2 LG SETA 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant 

11.3 HIV & AIDS Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 


11.4 LED - Local Economic Development Capacity Building Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

1 1 .5 LED - Entrepreneurial Development Centre Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

1 1 .6 MSP - Municipal Support Programme Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

1 1 .7 LED - Local Economic Development Thuthuka Poultry Grant 

Balance unspent at beginning of year 

Cument year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.8 BSRP - Building for Sports & Recreation Programme Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


83 084 

72 465 

(83 084) 

(72 465) 

- 

3 181 033 

6 352 416 

- 

(3 171 383) 

(1 975 096) 

- 

1 205 937 

3 181 033 


- 

1 043 502 

- 

(1 043 502) 


- 

1 442 477 

- 

f1 442 477) 


264 696 

1 364 886 


750 000 

(264 696) 

(1 850 190) 


264 696 


14 

22 429 

(14) 

(22 415) 

14 


442 512 451 554 
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■ NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 

Conditions still to be met - remain liabilities (see Note 8) 

1 1 .9 MSIG - Municipal Systems Improvement Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.10 FMG - Financial Management Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.11 Road S249 - Construction of Road S249 Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.12 IDP NSDP - National Spatial Development Perspective Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.13 LGTF - Local Government Transition Fund Grant 

Balance unspent at beginning of year 

Cument year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

11.14 ITPR - Integrated Transport Plan Railway Study Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.15 WSP - Water & Sanitation Master Plan Capacity Building Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 


(73 393) (9 042) 


369 119 

442 512 

872 308 

1 946 738 

735 000 

735 000 

(1 500 483) 

(1 809 430) 

106 825 

872 308 


364 207 

397 326 

1 000 000 

500 000 

(1 273 309) 

(533 119) 


90 898 364 207 


1 985 

1 985 

(1 985) 

- 

1 985 


53 085 

596 865 

(13 223) 

(543 780) 

39 862 

53 085 


- 

14 982 

- 

(14 982) 


87 149 

87 149 

87 149 

87 149 


839 199 

986 199 

(839 199) 

(147 000) 

839 199 


11.16 


GT - Finance Intern Support Grant 

Balance unspent at beginning of year 
Current year receipts 


53 135 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 


Remuneration of the Chief Finance Officer 
Salary 

Leave encashed 
Acting allowance 
Travel allowance 
Housing allowance 
Contributions for pension 
Total 


14 REMUNERATION OF COUNCILLORS 

Executive Mayor 
Speaker 

Mayoral Committee Members 
Councillors 

Councillors' pension contributions 
Total Councillors’ Remuneration 

in-kind Benefits 

The Executive Mayor, Deputy Executive Mayor, Speaker and 
Executive Committee Members are full-time. Each is provided with 
an office and secretarial support at the cost of the Council. 

The Executive Mayor is entitled to stay at the mayoral residence 
owned by the Council at no cost. The Executive Mayor has use of 
the Council owned vehicle for official duties. The Executive Mayor 
has 1 full-time bodyguards. 

Certification by the Municipal Manager: 

I certify that the remuneration of Councillors and in-kind benefits are 
within the upper limits of the framework envisaged in Section 219 of 
the Constitution, read with the Remuneration of Public Officer 
Bearers Act and the Minister of Provincial and Local Government's 
determination in accordance with this Act. 

15 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 
Intangible assets 

Total Depreciation and Amortisation 

16 FINANCE COSTS 

Deferred Settlements terms 
Correction of error: Note 24 
Total Finance Costs 

17 GRANTS AND SUBSIDIES PAID 

Grant to Nokeng tsa Taemane Local Municipality (Sport 
Infrastructure) 

Grant to Nokeng tsa Taemane Local Municipality (Regional 
Cemetery Infrastructure) 



517 483 

476 238 

408 706 

380 988 

877 632 

824 110 

636 575 

547 971 

151 690 

143 879 

2 592 086 

2 373 186 


998 166 

987 132 

159 512 

8 434 

1 157 678 

995 566 

15 168 

918 

53 673 

15 168 

54 591 
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( NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2010 

Grant to Kungwini Local Municipality (HIV & Aids Operating 
Subsidy) 


690 000 62 130 

The grants paid to Nokeng tsa Taemene Local Municipality are in 
the form of special infrastructure projects. The Grant paid to 
Kungwini Local Municipality are in the form of an operating subsidy. 

It includes the transfer of cash grants. 


18 GENERAL EXPENSES 


Included In general expenses are the following:- 


Advertising 
Audit fees 

Consulting fees & computer services 

Entertainment 

Fuel and oil 

Institutional capacity building and improvement of municipal 

systems 

Insurance 

Legal expenses 

National spatial development perspective 

Printing and stationery 

Public participation 

Public relations 

Rental of buildings 

Security costs 

Subscription SALGA 

Cell phone & telephone cost 

Training 

Travel and subsistence 


Other 

Correction of error Note 23 


19 GAIN / (LOSS) ON DISPOSAL OF ASSETS 

Property, plant and equipment - Loss 
Property, plant and equipment - Gain 
Total Gain / (Loss) on Disposal of Assets 

20 CASH GENERATED BY OPERATIONS 

Surplus/(deficit) for the year 
Adjustment for- 
Non-cash items: 

(Gain) / loss on sale of assets 
(Gain) / loss on sale of assets 


30 



53 479 

101 999 

468 359 

775 645 

745 813 

891 170 

134 921 

187 728 

206 659 

248 302 

. 2 251 994 


282 595 

197 248 

3 485 

61 957 

11 599 

477 000 

168 015 

317 640 

36 846 

244 494 

76 960 

157 456 

- 

480 000 

569 517 

248 577 

690 000 

126 232 

549 820 

813 414 

421 361 

631 790 

404 128 

792 985 

1 053 959 

871 255 

- 

8 009 

7 816 642 

9 989 524 


(49 307) 

(172 593) 

5 965 

76 316 

(43 342) 

(96 277) _ 

2 022 894 
(6 773 627) 

(3 160 450) 

(5 965) 

(76 316) 
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23.1 Year-end accrual not recognised 

During the year ended 30 June 2009, the year-end accrual for 
water and electricity was not recognised: - 

The comparative amount has been restated as follows: 
Statement of Financial Position 
Trade and other payables 
VAT Receivable 

Statement of Financial Performance 
General Expenses - Water and Electricity 

23.2 Year-end accrual not recognised 

During the year ended 30 June 2009, the year-end accrual for 
interest payable on rent in arrears was not recognised: - 


The comparative amount has been restated as follows: 
Statement of Financial Position 
Trade and other payables 




(53 673) 
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i NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 

statement of Financial Performance 
Finance Costs - Deferred Settlements terms 

23.3 Year-end accrual not recognised 

During the year ended 30 June 2009, the year-end accrual for 
Compensation Commissioner was not recognised; - 

The comparative amount has been restated as follows: 

Statement of Financial Position 
Trade and other payables 

Statement of Financial Performance 
Employee related costs 

UNAUTHORISED. IRREGULAR, FRUITLESS AND WASTEFUL 
24 EXPENDITURE DISALLOWED 

24.1 Unauthorised expenditure 
None 

24.2 Fruitless and wasteful expenditure 
None 

24.3 Irregular expenditure 
None 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL 
25 FINANCE MANAGEMENT ACT 

25.1 Contributions to organised local government 

Opening balance 

Council subscriptions 

Amount paid - current 

Amount paid - previous years 

Balance unpaid (included in payables) 

25.2 Audit fees 

Opening balance 

Current year audit fee 

Amount paid - current year 

Amount paid - previous years 

Balance unpaid (included in payables) 


126 232 
(126 232) 


(468 359) 


VAT input receivables and VAT output payables are shown in 
Note 3. All VAT returns have been submitted by the due date 
throughout the year. 

25.4 PAYE, UIF and SDL 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Amount paid - previous years 



3 530 177 
(3 214 446) 


2 557 241 
(2 557 241) 


METSWEDING DISTRICT MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS 2009/10 


I NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 

Balance unpaid (included in payables) 

The balance represents PAYE deducted from the June 2010 
payroll. These amounts were paid during July 2010 

Pension and Medical Aid Deductions 

Opening balance 

Current year payroll deductions and Council Contributions 

Amount paid - current year 

Amount paid - previous years 

Balance unpaid (included in payables) 


25.6 Deviations from Supply Chain Policy 

The municipality procured goods and services in terms ot 
Section 36(l)(a)(v) of the Local Government: Municipal Finance 
Management Act (56 of 2003): Municipal Supply Chain 
Regulations where the official procurement processes were 
dispensed with in an exceptional case where it was impractical 
to follow the official procurement processes. 

The municipality procured goods and services in terms of 
Section 36(l)(a)(i) of the Local Government: Municipal Finance 
Management Act (56 of 2003): Municipal Supply Chain 
Regulations where the official procurement processes were 
dispensed with in an emergency. 


3 801 169 
(3 801 169) 


3 801 169 
(3 801 169) 


25.7 Related Party Transactions 

[" Name of the related Party 
MEDC - ENTREPRENEURIAL DEV CENTRE 

I Nature of the relationship 

District development partner 

I Nature of Transaction 

Operational Funding to MEDC 


3201936.62 

3201936.62 


5514684.18 

5514684.18 


Transactions with related parties were all conducted at arms 
length prices^ 


26 CONTINGENT LIABILITY 
Performance Bonus 

This contigent liability relates to a disputed performance of 

the previous Chief Financial Officer (CFO) for the year ended 30 
June 2008. In the prior years, such amount was recorded as a 
provision, as the CFO firmly believed that he was entitle to such 
amount and thus a "present obligation" exist. The disputed arose 
from the fact that the previous CFO disputed the manner in which 
he ought to have been evaluated. The Human Resource Policy 
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( NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2010 

state that performance evaluation is done internally and the 
CFO's performance is also vetted by the Audit Committee. The 
previous CFO believed that an unqualified audit report from the 
Auditor General should be the basis of assessing his 
performamnce. As the municipality had achieved an unqualified 
opinion, he felt he was entitled to the bonus. Due to the fact that 
the CFO left the employ of the municipality post 30 June 2010 
and such amount has still not been paid, based on GRAP 19, as 
the entity is "unsure if a present obligation exist", a contigent 
liability thereof is disclosed. 


27 CONTINGENT ASSET 


Insurance claims awaiting feedback from underwriter, total value 
of claims 

28 EVENTS AFTER THE REPORTING DATE 

The Member of the Executice Council responsible for Local 
Government in Gauteng has disestablished the Metsweding 
District Municipality, the Kungwini Local Municipality and the 
Nokeng tsa Taemane Local Municipality in terms of Notice 1866 
of 2010, published in the Provincial Gazette Extraordinary No. 128 
of 30 June 2010. The effective date of disestablishment is the 
date for local government elections scheduled for 2011, yet to be 
announced by the President of the Republic of South Africa. 

29 RISK MANAGEMENT 

29.1 Maximum credit risk exposure 

The municipality is at risk in the following areas: 

i. Credit Risk, which is defined as the risk that one party 
to a financial instrument will fail to honour its obligation, thus 
causing the other party to incur a financial loss. 

li. Interest Rate Risk, which is defined as the risk that the 
fair value or future cash flows associated with a financial 
instrument will fluctuate in amount as a result of market interest 
changes. 


Potential concentrations of credit risk and interest rate risk 
consist mainly of fixed deposit investments, long-term debtors, 
other debtors, short-term investment deposits and bank and 
cash balances. 

The municipality limits its counterparty exposures from its 
money market investment operations by only dealing with well- 
established financial institutions of high credit standing. 
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ANNUAL FINANCIAL STATEMENTS 2009/10 

( NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 

Long-term Receivables and Debtors are individually evaluated 
annually at balance sheet date for impairment or discounting. 

The maximum credit and interest risk exposure in respect of 
the relevant financial instruments is as follows: 


Other Receivables 

VAT Receivable 

Bank and Cash Balances 

Maximum Credit and Interest Risk Exposure 


63 394 

689 971 

86 142 

504 151 

7 922 474 

20 457 018 

7 922 474 

20 457 018 



35 
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REPORT OF THE CHAIRPERSON OF THE 
AUDIT COMMITTEE 
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(iv) the adequacy, reliability and accuracy of financial reporting and information; 
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INTERNAL CONTROL 
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That further risk assessment on strategic risk be done and incorporated into the risk assessment of the Council. 
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its governance matters to ensure that the Audit Committee and Internal Audit Charters 
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This Report consists of the foilowing sections: 
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INTRODUCTION 



is compiled in order to comply with the following legislation: 
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